The “Cloud” Europe and Germany as the European Stabilizer  by Sklias, Pantelis et al.
 Procedia Economics and Finance  33 ( 2015 )  142 – 153 
2212-5671 © 2015 The Authors. Published by Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of Department of Accountancy and Finance, Eastern Macedonia and Thrace Institute of Technology
doi: 10.1016/S2212-5671(15)01700-1 
ScienceDirect
Available online at www.sciencedirect.com
WK,QWHUQDWLRQDO&RQIHUHQFH7KH(FRQRPLHVRI%DONDQDQG(DVWHUQ(XURSH&RXQWULHVLQWKH
FKDQJHGZRUOG(%((&0D\
7KH³FORXG´(XURSHDQG*HUPDQ\DVWKH(XURSHDQVWDELOL]HU
3DQWHOLV6NOLDVDDQG6S\URV5RXNDQDVEDQG9DVLOHLRV%DODIDVF
D3URIHVVRU'HSWRI3ROLWLFDO6FLHQFHDQG,QWHUQDWLRQDO5HODWLRQV'LUHFWRU,QWHUQDWLRQDO3ROLWLFDODQG(XURSHDQ3ROLWLFDO(FRQRP\DQG
*RYHUQDQFH/DE8QLYHUVLW\RIWKH3HORSRQQHVH$ULVWRWHORXVVWU	/HRI$WKLQRQ.RULQWKRV*UHHFH
E$VVLVWDQW3URIHVVRU'HSWRI,QWHUQDWLRQDODQG(XURSHDQ6WXGLHV8QLYHUVLW\RI3LUDHXV*U/DPSUDNL6WU3LUDHXV*UHHFH
F3RVW*UDGXDWH5HVHDUFKHU'HSWRI3ROLWLFDO6FLHQFHDQG,QWHUQDWLRQDO5HODWLRQV,QWHUQDWLRQDODQG(XURSHDQ3ROLWLFDO(FRQRP\DQG
*RYHUQDQFH/DE8QLYHUVLW\RIWKH3HORSRQQHVH$ULVWRWHORXVVWU	/HRI$WKLQRQ.RULQWKRV*UHHFH
$EVWUDFW
6LQFH WKH JOREDO HFRQRPLF FULVLV HPHUJHG WKH (XURSHDQ8QLRQ FRQIURQWV VHYHUDO DQG VXEVWDQWLDO FKDOOHQJHV LQ LWV URRWV 7KH
IXQGDPHQWDO(XURSHDQ YLVLRQRI VWDELOLW\ JURZWK SURVSHULW\ DQG HFRQRPLF FRQYHUJHQFH VHHPV WR EH DW VWDNHPDLQO\ E\ WKH
FLWL]HQVRIWKHFRXQWULHVWKDWVXIIHUIURPWKHFRQVHTXHQFHVRIOHQJWK\DXVWHULW\PHDVXUHVDQGHFRQRPLFUHFHVVLRQ7KH(XURSHDQ
8QLRQ LWVHOI FKDQJHG VLQFH $V WKH )UDQFR*HUPDQ D[LV LV FUXPEOLQJ*HUPDQ\ ± HYHQ UHOXFWDQWO\ IRU VRPH DQDO\VWV ±
EHFDPHWKHHVVHQWLDOOHDGLQJIRUFHLQWKH(8DQGKDUGILVFDOSROLFLHVGD]]OHGEULJKWFKDUDFWHULVWLFVRIWKH(8,QWHUJRYHUQPHQWDO
FRQWURYHUVLHVDUHFRPLQJDWWKHIURQWRIWKHVWDJHRQFHDJDLQ:HDUJXHWKDWLVWLPHIRUWKH(XURSHDQ8QLRQWRVHHNIRUDQRWKHU
DSSURDFKRILWVHOIDQDSSURDFKEH\RQGWKHQDUURZLQWHUJRYHUQPHQWDOSURFHVVHVEH\RQGHYHQWKH³VSLOORYHUHIIHFW´PRGHOWKDW
JXLGHG WKHPRQHWDU\ XQLILFDWLRQ7KH DLP RI WKLV SDSHU LV WR GUDZ WKH ³FORXG(XURSH´ DSSURDFK VKRZ LWV FKDUDFWHULVWLFV DQG
DWWULEXWHV7KH³FORXG(XURSH´VFKHPHEDVHGXSRQWKH³FORXG&RPSXWLQJ´FKDUDFWHULVWLFVIURPWKHILHOGRI,&7VFDQVWLPXODWH
DJDLQWKH(XURSHDQYLVLRQDQGUHYLWDOL]HWKH(XURSHDQFRRSHUDWLRQLQWHUPVRISRVLWLYHDQGUHOLDEOHDVSHFWVDQGQRWMXVWLQWHUPV
RIKHDY\ILVFDOGLVFLSOLQH:HXVHDWKHRUHWLFDODGDSWDWLRQIURPWKH,&7V¶DUHDWRWKHSROLWLFDOILHOGRIWKH(XURSHDQRUJDQL]DWLRQ
DQG VXFFHVVIXO FDVHV RI EHVW SUDFWLFHV VXFK DV WKH SURJUHVV RI(VWRQLD WRZDUGV WKH GLJLWDO HFRQRP\ DQG WKH JURZWK RI GLJLWDO
LQIUDVWUXFWXUHV7KHOHDGLQJUROHRI*HUPDQ\LQDQDSSURDFKOLNHWKDWFDQWXUQWKHFRXQWU\LQWRD(XURSHDQVWDELOL]HU

7KH$XWKRUV3XEOLVKHGE\(OVHYLHU%9
3HHUUHYLHZXQGHUUHVSRQVLELOLW\RI>'HSDUWPHQWRI$FFRXQWDQF\DQG)LQDQFH(DVWHUQ0DFHGRQLDDQG7KUDFH,QVWLWXWHRI
7HFKQRORJ\@
.H\ZRUGV&ORXG(XURSH6WDELOL]HU'RPLQDQW3RZHU


&RUUHVSRQGLQJDXWKRU7HOID[
(PDLODGGUHVVSVNOLDV#KRWPDLOFRP	SDQWHOLVVNOLDV#XRSJU
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,QWURGXFWLRQ
6LQFHWKHJOREDOHFRQRPLFFULVLVHPHUJHGWKH(XURSHDQ8QLRQFRQIURQWVVHYHUDODQGVXEVWDQWLDOFKDOOHQJHVLQLWV
URRWV7KHIXQGDPHQWDO(XURSHDQYLVLRQRIVWDELOLW\JURZWKSURVSHULW\DQGHFRQRPLFFRQYHUJHQFHVHHPVWREHDW
VWDNHPDLQO\E\WKHFLWL]HQVRIWKHFRXQWULHVWKDWVXIIHUIURPWKHFRQVHTXHQFHVRIOHQJWK\DXVWHULW\PHDVXUHVDQG
HFRQRPLFUHFHVVLRQ9DVDJDU7KH(XURSHDQ8QLRQLWVHOIFKDQJHGVLQFH$VWKH)UDQFR*HUPDQD[LVLV
FUXPEOLQJDQG*HUPDQ\±HYHQUHOXFWDQWO\ IRUVRPHDQDO\VWV±EHFDPHWKHHVVHQWLDO OHDGLQJ IRUFH LQ WKH(87KH
(FRQRPLVW  KDUG ILVFDO SROLFLHV GD]]OHG EULJKW FKDUDFWHULVWLFV RI WKH (8 VXFK DV WKH ³LVODQG RI
VWDELOLW\´+HQQLQJ  S RU WKH ³VHFRQG VXSHUSRZHU´0RUDYFVLN  S 7KH ZHOONQRZQ ³*HUPDQ
SUREOHP´ LV ULVLQJ DJDLQ XSRQ WKH SXEOLF DQG DFDGHPLF GLVFXVVLRQ WKH (XUR]RQH EHFRPHV ³QHUYRXV´ DQG LQGHEW
FRXQWULHV VXFK DV *UHHFH DUH EHFRPLQJ XQFHUWDLQ0DWWKLMV	.HOHPHQ  3RRU FRXQWULHV FDQQRW ORRN DW WKH
IXWXUHRSWLPLVWLFDOO\DQG LQWHUJRYHUQPHQWDOFRQWURYHUVLHVDUHFRPLQJDW WKH IURQWRI WKH VWDJH.RWLRV	5RXNDQDV

:HDUJXH WKDW LV WLPH IRU WKH(XURSHDQ8QLRQ WR VHHN IRU DQRWKHUDSSURDFKRI LWVHOI DQDSSURDFKEH\RQG WKH
QDUURZ LQWHUJRYHUQPHQWDO SURFHVVHV EH\RQG HYHQ WKH ³VSLOORYHU HIIHFW´ PRGHO WKDW JXLGHG WKH PRQHWDU\
XQLILFDWLRQ7VRXQLV	3RO\FKURQRSRXORV*RLQJDVWHSIXUWKHUZHDUJXHWKDWWKH(8KDVWRGUDZDZD\IURP
³RQH VXLW IRU DOO´ PHWKRGV-RKQVWRQ 	 5HJDQ  S DQG DSSO\ D QHZ PRGHO RI RUJDQL]DWLRQ WKH ³FORXG
(XURSH´DVZHFDOOLW7KLVPRGHOFRXOGKHOS(8WRVROYHSHUIRUPDQFHLVVXHVWKDWEODQNRXWLWVWUDQVIRUPDWLYHSRZHU
HPSRZHULQJPHPEHUVWDWHVWRVSHFLILFVHFWRUVZKHUHDPHOLRUDWLRQLVQHFHVVDU\0XQJLX3LSSLGLSS±
7KHDLPRIWKLVSDSHULVWRGUDZWKH³FORXG(XURSH´DSSURDFKVKRZLWVFKDUDFWHULVWLFVDQGDWWULEXWHVSRLQWRXW
KRZ WKLVPRGHO FDQEH DGDSWLYH WR HDFK FRXQWU\¶V QHHGV SDUWLFXODULWLHV DGYDQWDJHV DQGSURSHUWLHV DQGPDLQO\ WR
VKRZZK\WKLVPRGHOLVQHHGHGHVSHFLDOO\WKHFXUUHQWSHULRG7KH³FORXG(XURSH´VFKHPHEDVHGXSRQWKH³FORXG
&RPSXWLQJ´FKDUDFWHULVWLFVIURPWKHILHOGRI,&7VFDQVWLPXODWHDJDLQWKH(XURSHDQYLVLRQUHJDLQWKHKRSHDQGWKH
WUXVWRI(XURSHDQFLWL]HQVDQGUHYLWDOL]HWKH(XURSHDQFRRSHUDWLRQLQWHUPVRISRVLWLYHDQGUHOLDEOHDVSHFWVDQGQRW
MXVWLQWHUPVRIKHDY\ILVFDOGLVFLSOLQH
7KH PDLQ S\ORQV RI RXU ZRUN DUH (8(08 QHHGV FRPPRQ SROLFLHV DQG IDFLOLWDWLRQ RI FRRSHUDWLRQ LQ D
PXOWLOHYHO JRYHUQHG HQYLURQPHQW 6FKDUSI  SS± (8(08 QHHGV PRUH LQWHJUDWLRQ RI FRUH VWDWHV
JRLQJ EH\RQG ZHOONQRZQ JRYHUQDQFH FRQWURYHUVLHV *HQVFKHO 	 -DFKWHQIXFKV  S 7KH (8(08
LQVWLWXWLRQDOIUDPHZRUNKDVDFFHSWDQFHIURPWKHPHPEHUVWDWHVDERXWLWVVHFWRUVSHFLILFH[SHUWLVHDQGNQRZOHGJHEXW
LWQHHGVWREHHOHYDWHGWRDQ³RQVWRSVKRS´SURYLGHURI³ZD\VRIGRLQJWKLQJV´&KRX	5LGGHUYROGSS±
2QHGLPHQVLRQDOUHFHQWILVFDOUXOHVVXFKDV)LVFDO&RPSDFW7ZR3DFNDQG6L[3DFNVXSUDQDWLRQDOO\LPSRVHG
VHHPLQHIIHFWLYH.XNN	6WDHKUDSS±DQGILQDOO\ORZOHYHOVRIWODZHIIRUWVVXFKDVWKH2SHQ0HWKRG
IRU&RRUGLQDWLRQ 20&RU WKH(XURSHDQ6HPHVWHU VWRS VKRUW WRPRQLWRULQJDQGDFFRXQWLQJ WDVNVDQG LQSUDFWLFH
H[FOXGHPHPEHUVWDWHVWKDWUHDOO\QHHGEHWWHUSROLFLHVHVSHFLDOO\IURPDVRFLRHFRQRPLFDVSHFW%HNNHU
:HXVHDWKHRUHWLFDODGDSWDWLRQIURPWKH,&7V¶DUHDWRWKHSROLWLFDOILHOGRIWKH(XURSHDQRUJDQL]DWLRQHPSLULFDO
GDWD H[*UHHFH¶V IDFWV DERXW WKH XQHPSOR\PHQW DQG VXFFHVVIXO FDVHV RI EHVW SUDFWLFHV VXFK DV WKH SURJUHVV RI
(VWRQLDWRZDUGVWKHGLJLWDOHFRQRP\DQGWKHJURZWKRIGLJLWDOLQIUDVWUXFWXUHV
:HILQDOO\FODLPWKDWWKHUHLVQRQHHGWRUHLQYHQWWKHZKHHODQ\WLPHDFRXQWU\QHHGVKHOSRUVXSSRUWDQGQRQHHG
WRLPSOHPHQWDFRQWHPSRUDU\3URFUXVWHDQEHGRIDXVWHULW\PHDVXUHV7KH³FORXG(XURSH´ZLOOKHOSWKH(8WRVKDUH
EHVWSUDFWLFHVDQGSROLFLHVUHDIILUPLWV³SRZHURIDWWUDFWLRQ´DQGNHHSWKH(8XQLWHGLQGLYHUVLW\$V'UXPDX[DQG
-R\FH FRQFOXGH ³WKH NH\ FKDUDFWHULVWLF RI D PXOWLOHYHO JRYHUQDQFH V\VWHP LV WKH PXOWLSOLFDWLRQ RI FRRUGLQDWLRQ
PHFKDQLVPV´'UXPDX[	-R\FHS2XUZRUNRXWOLQHVVXEVWDQWLDOO\DPHFKDQLVPWRZDUGVWKDWGLUHFWLRQ
7KHOHDGLQJUROHRI*HUPDQ\LQDQDSSURDFKOLNHWKDWFDQWXUQWKHFRXQWU\LQWRD(XURSHDQVWDELOL]HU

7KHULVHRIROGTXHVWLRQVDERXWWKH(8DQG(08JRYHUQDQFHDQGWKHQHHGWRUHIRUP
7KH FUHDWLRQ RI WKH (XURSHDQ 8QLRQ (8 ZDV DQG VWLOO UHPDLQV RQH RI WKH PRVW DPELWLRXV DQG SURVSHURXV
SURMHFWV LQ WKHZRUOG LQ WHUPVRIGLIIHUHQWFRXQWULHV¶YROXQWDU\SDUWLFLSDWLRQ LQDQRUJDQL]DWLRQZLWKVXSUDQDWLRQDO
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FKDUDFWHULVWLFV7KH(XURSHDQFRQWLQHQWHQMR\VWKHORQJHVWSHULRGRISHDFHDPRQJLWVQDWLRQVDQGWKH(8KROGVDNH\
UROHLQWKHLQWHUQDWLRQDOV\VWHPZKLOHLQWKHVDPHWLPHLWVPHPEHUVWDWHVPDLQWDLQWKHLUVRYHUHLJQW\&KDUDODPELGHV
SS±
7KHFRUHYDOXHVVXFKDVSURVSHULW\VWDELOLW\HFRQRPLFJURZWKVRFLDOVROLGDULW\UHQGHUHGWKH(8WRDQDWWUDFWLYH
RUJDQL]DWLRQQXPEHULQJWRGD\FRXQWULHV7KHSURFHGXUHRIJUDGXDOLQWHJUDWLRQKDYLQJLWVURRWVWRWKH(XURSHDQ
&RDO DQG 6WHHO &RPPXQLW\ (&6& DQG WKH (XURSHDQ (FRQRPLF &RPPXQLW\ ((& EDFN WR WKH V GHFDGH
FRPSULVHVDQHQGXULQJILHOGRIDFDGHPLFVWXG\DQGUHVHDUFK7ZRPDLQSROLWLFDO WKHRULHVVWULYHDJDLQVWHDFKRWKHU
DERXWWKHTXLQWHVVHQFHRIWKH(8WKH1HRIXQFWLRQDOLVPDQGWKH,QWHUJRYHUQPHQWDOLVPZKLOHRWKHUWKHRULHVVXFKXV
)HGHUDOLVP 7UDQVDFWLRQDOLVP )XQFWLRQDOLVP /LEHUDO ,QWHUJRYHUQPHQWDOLVP 6RFLDO &RQVWUXFWLYLVP WU\ DOVR WR
H[DPLQH WKHSURFHVVRI(XURSHDQ LQWHJUDWLRQ7KDODVVLQRV	'DIQRV ,Q WKH UHOHYDQW OLWHUDWXUHRQH FDQ DOVR
ILQG WKH UDWLRQDO FKRLFH LQVWLWXWLRQDOLVP WKH VRFLRORJLFDO LQVWLWXWLRQDOLVP WKH KLVWRULFDO LQVWLWXWLRQDOLVP DQG WKH
OHJLVODWLYH SROLWLFV DSSURDFKHV WU\LQJ WR GLVFORVH WKH UROH RI LQVWLWXWLRQV LQ WKH JOREDO V\VWHP H[DPLQLQJ WKH
HFRQRPLFDO ILQDQFLDO SROLWLFDO DQG VRFLDO GLPHQVLRQV RU SROLF\ GHFLVLRQV RI VWDWHV DQG LQWHUQDWLRQDO
RUJDQL]DWLRQV0DQROL	0DULV
'XULQJWKHVWKH(8WRRNDPDMRUVWHSWRZDUGVLWVIXOOLQWHJUDWLRQE\FUHDWLQJWKH(FRQRPLFDQG0RQHWDU\
8QLRQ(08DIWHUWKH(XURSHDQ&RXQFLOPHHWLQJLQ0DDVWULFKWLQDQGWKHUDWLILFDWLRQRIWKH0DDVWULFKW7UHDW\
LQ  XVLQJ WKH LGHD RI WKH ³VSLOORYHU HIIHFW´ DV WKH OHYHU IRU IXUWKHU LQWHJUDWLRQ DQG LQVWLWXWLRQDO
HYROXWLRQ9HUGXQSS±7KHHUDRIWKHVLQJOH(XURSHDQFXUUHQF\VWDUWHGZLWKKRSHDQGDSSODXVH%\
WKH DGRSWLRQ RI WKH (XUR RQ VW -DQXDU\  /LWKXDQLD EHFDPH WKH WKPHPEHU RI WKH (XUR]RQH UHSODFLQJ LWV
QDWLRQDOFXUUHQF\
,WLVLPSRUWDQWIRUWKHSXUSRVHVRIWKLVSDSHUWRTXRWHKRZWKH(08LVGHVFULEHGDWLWVRZQZHEVLWH³(FRQRPLF
DQG0RQHWDU\8QLRQ WDNHV WKH(8RQHVWHS IXUWKHU LQ LWVSURFHVVRIHFRQRPLF LQWHJUDWLRQZKLFKVWDUWHG LQ
ZKHQLWZDVIRXQGHG(FRQRPLFLQWHJUDWLRQEULQJVWKHEHQHILWVRIJUHDWHUVL]HLQWHUQDOHIILFLHQF\DQGUREXVWQHVVWR
WKH(8HFRQRP\DVDZKROHDQGWRWKHHFRQRPLHVRIWKHLQGLYLGXDO0HPEHU6WDWHV7KLVLQWXUQRIIHUVRSSRUWXQLWLHV
IRU HFRQRPLF VWDELOLW\ KLJKHU JURZWK DQG PRUH HPSOR\PHQW ± RXWFRPHV RI GLUHFW EHQHILW WR (8
FLWL]HQV´(FHXURSDHX
7KDWZDVQRWWKHILUVWWLPHWKDWWKH(XURSHDQ&RPPXQLW\WULHGWRDGRSWDFRPPRQFXUUHQF\,QWKH:HUQHU
3ODQSUHVHQWHGDVFKHPHRIHFRQRPLFDQGPRQHWDU\XQLRQDQGDQHZLQVWLWXWLRQDO IUDPHZRUNRIDSRVVLEOH IXWXUH
(08 7KH GHEDWH WKDW VDQN WKH HIIRUW ZDV WKH RQH EHWZHHQ PRQHWDULVWV DQG HFRQRPLVWV EHWZHHQ )UDQFH DQG
*HUPDQ\ FRUUHVSRQGLQJO\ DV WKH OHDGLQJ VWDWHV RI WKH WZR JURXSV)UDQFHZDV UHIXVLQJ WR WUDQVIHU VRYHUHLJQW\ WR
VXSUDQDWLRQDO(XURSHDQ LQVWLWXWLRQVDQGZDVFLUFXPVSHFW WR WKH UHVWULFWLYH*HUPDQHFRQRPLFSROLFLHV0DHV
SS±2QFHPRUH DV LWKDSSHQHGEHIRUHZLWK WKH(XURSHDQ'HIHQVH&RPPXQLW\ ('& LQLWLDWLYHGXULQJ WKH
SHULRG±WKHSXUVXLWRIDQLQWHUJRYHUQPHQWDOSUHSRQGHUDQFHDJDLQVWVXSUDQDWLRQDOLQVWLWXWLRQVHPHUJHGDV
WKHPDLQREVWDFOH'ZDQ
,QWRGD\¶V(08WKHPDLQJRYHUQDQFHDFWRUVDUHWKH(XURSHDQ&RXQFLOWKH&RXQFLORIWKH(8WKH
(XURJURXS

WKH0HPEHU6WDWHVWKH(XURSHDQ&RPPLVVLRQWKH(XURSHDQ&HQWUDO%DQN(&%DQGWKH(XURSHDQ3DUOLDPHQW7KLV
VFKHPHFRXOGEH VHHQDVD JROGHQVHFWLRQEHWZHHQ LQWHUJRYHUQPHQWDODQG VXSUDQDWLRQDO VHQVH ,QWHUJRYHUQPHQWDO
DQG VXSUDQDWLRQDO LQVWLWXWLRQV FRH[LVW DQG FRRSHUDWH WRZDUGV D FRPPRQ SXUSRVH FRPSULVLQJ WKH GHFLVLRQ SROLF\
V\VWHPRIWKH(08
$IWHUWKHHVWDEOLVKPHQWRIWKH(08WKHDIRUHPHQWLRQHGVFKHPHVHHPHGWRZRUNDGHTXDWHO\)RUDORQJSHULRGRI
FRPPRQ VWDEOH DQG FRQWLQXRXV HFRQRPLF SURVSHULW\ ZLWKRXW PDMRU HFRQRPLF SUREOHPV RI PHPEHU VWDWHV DQG
VPRRWKDFFHVVWROHQGLQJPHFKDQLVPVRIWKHJOREDO ILQDQFLDOV\VWHPWKHJRYHUQDQFHIUDPHZRUNRIWKH(08ZDV
RXWRIWKHSXEOLFGLVFXVVLRQDQGWKHDWWHQWLRQRIWKHPHGLD7KHDFDGHPLFZRUNDERXWLQWHJUDWLRQWKHRULHVUHPDLQHG
XQREWUXVLYHDZD\IURPOLJKWVRISXEOLFLW\
6XGGHQO\ HYHU\WKLQJ FKDQJHG7KHJOREDO HFRQRPLF FULVLV RI ± DQG HVSHFLDOO\ WKH(XUR]RQH FULVLV
WKDW IROORZHG DQG LW LV VWLOO PDUFKLQJ UHYHDOHG WKH YXOQHUDELOLWLHV RI WKH (08 JRYHUQDQFH IUDPHZRUN $V LW LV
FRQVLGHUHG³WKHLQVWLWXWLRQDOPHFKDQLVPVVXUURXQGLQJWKHHXURKDYHEHHQDQLQWHJUDOSDUWRIWKHFULVLV´/DSDYLWVDV
HW DO  S 6NOLDV DQG0DULV DUH SRLQWLQJ RXW WKDW ³WKH FULVLV KDV UDLVHG ROG TXHVWLRQV DERXW (XURSHDQ
LQWHJUDWLRQFRQFHUQLQJWKHFHQWUDOLW\RIWKHVWDWHDQGLQWHUVWDWHLQWHUDFWLRQV´DQGWKDW³LQWKHHFRQRPLFGLPHQVLRQRI
WKH (08 IURP  RQZDUGV SULPDULO\ *HUPDQ\ DQG )UDQFH KDYH DWWHPSWHG WR FKDQJH WKH IUDPHZRUN IRU
HFRQRPLF JRYHUQDQFH LQ (XURSH 7KHLU HIIRUWV DUH EDVHG RQ DQ LQWHUJRYHUQPHQWDO DSSURDFK IRFXVHG RQ WKH
VRYHUHLJQW\RIWKHQDWLRQVWDWHFRPSDUHGZLWKVXSUDQDWLRQDOSOD\HUVDQGRQWKHLQWHUJRYHUQPHQWDOPHWKRGLQVWHDG
RIWKH&RPPXQLW\0HWKRG´0DULV	6NOLDVS
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7KHROGTXHVWLRQV UHWXUQHGQRW RQO\ DV D FODVKEHWZHHQ LQWHUJRYHUQPHQWDO DQG VXSUDQDWLRQDO SHUFHSWLRQV7KH
ZKROHLPDJHLVTXLWHPXOWLIDULRXV
7KH³*HUPDQSUREOHP´RUWKH³*HUPDQ4XHVWLRQ´URVHDJDLQIRUWZRPDLQUHDVRQV)LUVW*HUPDQ\LVWKHPRVW
HFRQRPLFDOO\SRZHUIXOPHPEHURIWKH(8DQGWKH(08EHLQJLQSODFHWRGHWHUPLQHDQGVRPHWLPHVWRLQIOLFW WKH
ILVFDODQGPRQHWDU\SROLF\RIWKH(08%HUJJUXHQ	*DUGHOV6HFRQGWKHUHLVDFRQVHQVXVWKDWWKH³*HUPDQ
HFRQRP\WKULYHGZKLOHRWKHU(XURSHDQHFRQRPLHVKDYHVWUXJJOHG´5HLVHQELFKOHU	0RUJDQ
2WKHULVVXHVVXFKDVFRPSHWLWLYHQHVVDQGH[SRUWV¶VXUSOXVHVOHGIDWHIXOO\WRFRPSDULVRQVEHWZHHQPHPEHUVWDWHV
LQDZD\WKDWFDOOXSSXUHUHDOLVWLFWKHRULHVRIQDWLRQDOLQWHUHVWV6LQQ/RQJWHUPDXVWHULW\PHDVXUHVWKDWDUH
LPSOHPHQWHGDVD UHPHG\ IRU LQGHEWHGFRXQWULHV*UHHFH LV WKHPDLQFDVHKHUH H[KDXVWZHDNQDWLRQDOHFRQRPLHV
DQG PDNH GLVLQWHJUDWLRQ D SRVVLEOH FKRLFH DV SHRSOH DUH ORVLQJ WKHLU IDLWK WR WKH (XURSHDQ YLVLRQ.DU\RWLV 	
*HURGLPRVSS±,QRWKHUZRUGVZKLOH*HUPDQ\KDVWKHLQVWLWXWLRQDOSRZHUWRLPSRVHGLVFLSOLQDULDQ
ILVFDO PHDVXUHV WR FRXQWULHV VWHHULQJ VXSUDQDWLRQDO LQVWLWXWLRQV OLNH WKH (XURSHDQ &RPPLVVLRQ RU WKH (&% ³WKH
&RPPLVVLRQGRHVQRWKDYHWKHOHJDOLQVWUXPHQWVWRLPSRVHLQWHUQDOUHYDOXDWLRQPHDVXUHVRQWR*HUPDQ\´LQRUGHUWR
KHOSGHEWRUFRXQWULHV9HUPHLUHQ	6WHLQEHUJQSDJ3ULQW
)XUWKHUPRUHWKHUHDUHVWXGLHVDERXWWKH(08JRYHUQDQFHWKDWXQGHUOLQHWKHZHDNVXUYHLOODQFHDQGHQIRUFHPHQW
RISROLFLHVWKDWFRXOGDWWDLQHFRQRPLFJURZWKWRJHWKHUZLWKVRFLDOFRKHVLRQDQGZHOIDUHGHOD3RUWH	+HLQV
2WKHUVWXGLHVSXWGLUHFWO\LVVXHVRIGHGHPRFUDWL]DWLRQRIWKH(8(08GXULQJWKHHFRQRPLFFULVLV*LDQQRQH
(YHQ VSHFLILF SODQQHG SROLFLHV VHHP WR EH DXVWHULW\ GULYHQ )RU H[DPSOH ³µ(XURSHDQ 6HPHVWHU¶ JHQHUDOL]HV WKH
DXVWHULW\UHTXLUHPHQWV´6FKDUSISZKLOH³SURJUDPPHRUEDLORXWFRXQWULHVWKDWVLJQHGD0HPRUDQGXP
RI 8QGHUVWDQGLQJ ZLWK WKH 7URLND GLG QRW UHFHLYH &65V &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ ZKLOH VXEMHFW WR D
ILQDQFLDODVVLVWDQFHSURJUDPPH´%HNNHUS
7KHUH LV QR QHHG WR UHSHDW WKH ULFK OLWHUDWXUH LQ RUGHU WR VKRZ WKDW WKH (XURSHDQ YLVLRQ LV DW WKH FURVVURDGV
(XURSHDQFRKHVLRQDQGSURVSHULW\DUHLQJUHDWGDQJHUIURPWKUHDWVOLNHXQHPSOR\PHQWUHFHVVLRQDQGSHUVLVWHQFHWR
DXVWHULW\PHDVXUHV2EYLRXVO\WKHLQVWLWXWLRQDOFKDQJHVLQWKH(XUR]RQHGXULQJWKHFULVLVDUHQRWHQRXJK7VRXQLV	
3RO\FKURQRSRXORV(YHQPRUH WKH UHVXOWVRID(XURSHDQGLVLQWHJUDWLRQZRXOGEH FDWDVWURSKLF.XJOHUHW DO

:H FODLP WKDW WKH (8(08 QHHGV D SUDFWLFDO UHIRUPDWLRQ RI LWV SKLORVRSK\ RI LWV VLJKW DERXW WKH HFRQRPLF
JRYHUQDQFH SROLFLHV 6DSLU DQG :ROI KDYLQJ WKH VDPH GLUHFWLRQ SURSRVH D (XURV\VWHP RI )LVFDO 3ROLF\ ()3
GHWHFWLQJWKDW WKHUHIRUPLVQHHGHGLQWKUHHPDMRUDUHDVWKHEDQNLQJDQGILQDQFHV\VWHPWKHODERUPDUNHWDQGWKH
ILVFDO JRYHUQDQFH V\VWHP:ROII 	 6DSLU  :H SURSRVH DQ LQWHUGLVFLSOLQDU\ FRQVLGHUDWLRQ RI WKH (08
JRYHUQDQFHEH\RQGVWULFWWKHRULHVRIWKHUHOHYDQWDFDGHPLFGLVFXVVLRQ7U\LQJWRGUDZDZD\IURP1HRIXQFWLRQDOLVP
RU,QWHUJRYHUQPHQWDOLVPZHDUHERUURZLQJDZHOONQRZQPRGHOIURPWKHILHOGRI,QIRUPDWLRQDQGFRPPXQLFDWLRQV
WHFKQRORJLHV ,&7V WKHFORXG&RPSXWLQJDQGDGRSW LW WR WKH(XURSH¶VJRYHUQPHQWDO IUDPHZRUN ,W LV LQWHUHVWLQJ
WKDWRQHFRXOGODWHUDSSO\WKHDIRUHPHQWLRQHGSROLWLFDOVRFLDOWKHRULHVWRWKLVPRGHODVZHOO
,Q WKH(8D WKHRUHWLFDOO\QHDU UHOHYDQW LPSOHPHQWDWLRQZDV WKH2SHQ0HWKRG IRU&RRUGLQDWLRQ 20& WLPHG
EDFN WR  GH OD 3RUWH  SS± %XW 20& DSSOLHG PDLQO\ WR DUHDV RI VRFLDO SURWHFWLRQ DQGVRFLDO
LQFOXVLRQZHUHIRUPDWWHGDVDEHQFKPDUNLQJWRRODQGQRWDVDKROLVWLFSKLORVRSK\RIFRRSHUDWLRQ+HOGHUPDQ
S

$GRSWLQJWKHFORXGFRPSXWLQJSKLORVRSK\WRWKH³FORXG(XURSH´VFKHPH
6XPPDUL]LQJWKHJURXQGDERXWWKHQHFHVVLW\RIDQHZ(08JRYHUQDQFHDVSHFWWKDWFRXOGUHYLYHDQGERRVWWKH
(XURSHDQYLVLRQ VRPHSLYRWDO ILHOGVFDQEHRXWOLQHG7KH WUDQVQDWLRQDOSURFHGXUHVRIFRRSHUDWLRQ WKH UHJXODWRU\
JRYHUQDQFH WKH LQDGHTXDWH EXVLQHVV PRGHOV RI VRPH FRXQWULHV WKH LQWHUQDO LPEDODQFHV RI WKH (XURSHDQ
FRQVWUXFWLRQ WKH DV\PPHWULF HFRQRPLF DSSURDFKHV WKH PDUJLQV EHWZHHQ DXVWHULW\ DQG VXVWDLQDEOH HFRQRPLF
JURZWKWKHXQHPSOR\PHQWWKHODFNRILQFHQWLYH±EDVHGLQVWUXPHQWVWKHLQVXIILFLHQWFRQWULEXWLRQRIWKH(XURSHDQ
LQVWLWXWLRQV WR WKH EDWWOH DJDLQVW FULVLV VRPH WHFKQRFUDWLF REVHVVLRQV DERXW UHVWULFWLYH SROLFLHV SURYRNHG QHZ
LQWHUJRYHUQPHQWDO ULYDOULHV LQ WKH(08DQG FUHDWHG D FRQWH[W RI GLVFRQWHQW DQG HFRQRPLFKDUGVKLS WR FLWL]HQVRI
PDQ\FRXQWULHV0DQROL	0DULV
$ QHZ KROLVWLF PRGHO RI LQWHJUDWLRQ DQG FRQYHUJHQFH VHHPV LPSHUDWLYH $QG ZH DUH KHDGLQJ WR RQH RI WKH
SULPDU\UHDVRQVRI WKHHVWDEOLVKPHQWRIDQ LQWHUQDWLRQDORUJDQL]DWLRQVXFKDV WKH(8(08 WKHSRROLQJUHVRXUFHV
DQGSROLFLHV7KDODVVLQRV	'DIQRVS7KDWLVH[DFWO\WKHHVVHQFHRIFORXG&RPSXWLQJLQ,&7V
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)LJ7KHFORXG&RPSXWLQJ6FKHPH
,PDJHVRXUFHKWWSZZZPRGHUQWHFKFRPKNHQVROXWLRQ
³&ORXG´ GHULYHV IURP WKH ,QWHUQHW RSHUDWLQJ DV D PHDQ RI FRPPRQ DUHD DQ LQWHUFRQQHFWHG VHW RI GLJLWDO
SLSHOLQHV WKDWHQVXUH WKHSK\VLFDOFRPPXQLFDWLRQEHWZHHQGLIIHUHQWFRPSXWHUV\VWHPVDOORYHU WKHZRUOG ,W LV WKH
JOXHIRUDFRPPRQV\VWHP±SODFHLI\RXZDQWWRPDNHDSDUDOOHOLVPWRWKHFRPPRQPDUNHWSODFHRIWKHROG((&
7RWKHQH[WOHYHOWKHUHLVWKHFORXGFRPSXWLQJDUHODWLYHO\QHZSDUDGLJPWKDWWXUQVEDVLFFRPSXWLQJHOHPHQWVLQWR
VHUYLFHV7KUHHVHWVRIVHUYLFHVFDQEHUHFRJQL]HG,QIUDVWUXFWXUHDVD6HUYLFH,DD63ODWIRUPDVD6HUYLFH3DD6
DQG6RIWZDUHDVD6HUYLFH6DD6)DUDKQDNLDQHWDO8VHUVRIDFORXGFRPSXWLQJ LPSOHPHQWDWLRQFDQKDYH
DFFHVVWRKDUGZDUHRUVRIWZDUHUHVRXUFHVYLD,QWHUQHWDFFRUGLQJWKHLUVSHFLILFQHHGVDWDQ\JLYHQWLPH7KH\GRQ¶W
KDYHWRRZQRUEXLOGRUSK\VLFDOO\DFTXLUHWKHVHUHVRXUFHVWKH\MXVWFDQXVHWKHPGUDJJLQJWKHPIURPWKHFORXG
'HVFULELQJ DQRWKHU VLPLODULW\ ZH DUH WDONLQJ DERXW D SRRO RI UHVRXUFHV 5RVV DQG %OXPHQVWHLQ JLYH D IDLU
GHILQLWLRQE\ZULWLQJWKDW³FORXGEDVHG,&7PRGHOVWKHQSURYLGHFKHDSHUµXSIURQWFRVWV¶DVILUPVVKLIWDZD\IURP
FDSLWDOLQYHVWPHQWLQ,&7LQIUDVWUXFWXUHOLFHQVHDQGSHUVRQDOPDLQWHQDQFHFRVWVWRZDUGVDµSD\RQGHPDQG¶,&7
PRGHOZKHUHE\ILUPVRQO\SD\IRUWKHH[WHUQDOO\EDVHG,&7VHUYLFHVWKDWWKH\XVH7KLVLVHVSHFLDOO\DWWUDFWLYHIRU
VPDOOHUILUPV>«@´5RVV	%OXPHQVWHLQS,QWKHILHOGRI,&7VWKHXVHRIFORXGEDVHGPRGHOVGRHVQRW
UHIHURQO\ WR LQGLYLGXDOVRU ILUPV7UDQVQDWLRQDO LQIRUPDWLRQV\VWHPV 7,6DUHH[DFWO\DQ LPSOHPHQWDWLRQ OLQNLQJ
GLIIHUHQWFRXQWULHVLQDVXSUDQDWLRQDOZD\5XNDQRYDHWDO7KHUHDUHDOVRUHOHYDQW(8LQLWLDWLYHVVXFKDVWKH
(&266,$1SURMHFWZKLFK LPSOHPHQWVDSDQ(XURSHDQ WHFKQRORJLFDO VWUXFWXUH IRU VHFXULW\DWWDFNVDJDLQVWFULWLFDO
LQIUDVWUXFWXUHV.DXIPDQQHWDO
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7KHJHQHUDOWHFKQRORJLFDOSKLORVRSK\RIFORXG&RPSXWLQJLVGHSLFWHGLQ)LJ0RGHUQWHFKQG(QGXVHUVKDYH
DFFHVV WR D YDULHW\ RI VHUYLFHV DV GHVFULEHG EHIRUH DQG UHVRXUFHV DUH DOORFDWHG DFFRUGLQJ WR WKHLU QHHGV )RU WKH
SXUSRVHVRIWKLVSDSHUZHZRQ¶WJRGHHSHUWRWHFKQLFDODQDO\VLVRIKRZWKLVVFKHPHFDQEHLPSOHPHQWHGZHVWD\
IRFXVHG WR WKH JHQHUDO RSHUDWLRQDO ORJLF LQ RUGHU WR SURYLGH WKH IXQGDPHQWDO FKDUDFWHULVWLFV RI WKLV ,&7
LPSOHPHQWDWLRQDQGXVHLWDVDQDQDO\WLFDOIRUPDWLRQWKDWZLOOEHDGMXVWHGWRWKH(XURSHDQJRYHUQPHQWDOQRWLRQ
$GRSWLQJ WKH FORXG &RPSXWLQJ SKLORVRSK\ DQG IROORZLQJ WKH QHHG RI UHIRUPDWLRQ RI WKH (8(08 DUHD ZH
SURSRVHWKH³FORXG(XURSH´VFKHPH(OHYDWLQJWKHDGYDQWDJHVRIVXFKDWHFKQRORJLFDOLPSOHPHQWDWLRQZHEHOLHYH
WKDW VLPLODU DQG PRUH DGYDQWDJHV FRXOG EH PHW WR WKH VRFLDOSROLWLFDO OHYHO&KRX  &ORXG &RPSXWLQJ LV
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EDVLFDOO\ WU\LQJ WR HODERUDWH LQ D KHWHURJHQHRXV HQYLURQPHQW (8(08 LV DOVR D KHWHURJHQHRXV SROLWLFDO DQG
HFRQRPLFDOHQYLURQPHQWVNHWFKHGIURPWKHYDULRXVPHPEHUVWDWHVVWUDLQLQJWRDFKLHYHLQWHJUDWLRQDQGFRQYHUJHQFH
)LJXUHGHSLFWVWKH³FORXG(XURSH´VFKHPH


)LJ7KHFORXG(XURSHVFKHPH

(8(08FDQEH LPDJLQHGDV WKHFORXGRI WKHPHPEHU VWDWHV$FRPPRQ LQVWLWXWLRQDOL]HGRSHUDWLRQQHWZRUN
ZKHUH HDFK VWDWH SURYLGHV EHVW SUDFWLFHV DQG VXFFHVVIXO PRGHOV LQ VHYHUDO DUHDV $V WKH (8(08 IUDPHZRUN LV
DOUHDG\NQRZQSROLFLHVZRXOGEHGHVLJQHG LQVWLWXWLRQDOO\ DV LW KDSSHQV WRGD\ ,QGXVWULDO± WHFKQRORJLFDOPDWHULDO
DQGHIILFLHQWJURXQGZRUNZRXOGEHDYDLODEOHIRUDOOPHPEHUVWDWHVDVD³PDQXDO´IRUWKRVHIDOOLQJVKRUW,QQRYDWLYH
LPSOHPHQWDWLRQV LQIUDVWUXFWXUH SODQQLQJ DQG PDQDJHPHQW IXQFWLRQV FRXOG EH RIIHUHG IURP VXFFHVVIXO FDVHV DQG
H[SHULHQFHVRIHDFKVWDWHWRWKHRWKHUV:RUNIRUFHFRXOGDOVREHDSDUWRIVXFKDVFKHPH(DFKFRXQWU\GLVSRVHVD
JLYHQZRUNIRUFHZLWKVSHFLILFDWWULEXWHVDELOLWLHVDQGVSHFLDOWLHV,QWKH³FORXG(XURSH´PHPEHUVWDWHVZRXOGEHLQ
SODFH WR GHYHORS DOUHDG\ VXFFHVVIXO SDUDGLJPV LQ RUGHU WR JHW RYHU GLIILFXOWLHV DQG PLVPDWFKHV LQ DQ LQWHJUDWHG
HQYLURQPHQW)XUWKHUPRUHHFRQRPLFUHVRXUFHVFDQEHJXLGHGH[DFWO\ZKHUHWKH\DUHQHHGHGDQGQRWWRDPELJXRXV
DQGVRPHWLPHVRYHURSWLPLVWLFSURMHFWV
7KH DGYDQWDJHV RI WKH VFKHPH FDQ EH V\QRSVL]HG DV IROORZV  6KDULQJ UHVRXUFHV EHVW SUDFWLFHV DQG JRRG
SROLFLHV WR PHPEHU VWDWHV  $GDSWDELOLW\ WR VSHFLILF PHPEHU VWDWHV¶ QHHGV  $GDSWDELOLW\ WR PHPEHU VWDWHV¶
DGYDQWDJHV  ,QWHJUDWLRQ RI SUROLILF SURFHGXUHV  &RPPRQ VWDQGDUGV DQG SROLFLHV  6RFLRHFRQRPLF
LQWHURSHUDELOLW\  *URZWK DQG HPSOR\PHQW  6HWWLQJ RII JRRG SUDFWLFHV  9ROXQWDU\ LQWHUJRYHUQPHQWDO
FRRSHUDWLRQ%LGLUHFWLRQDORSHUDWLRQEHWZHHQPHPEHUVWDWHVDQGWKHVXSUDQDWLRQDOFORXG
$QRWKHUDGYDQWDJHRIWKH³FORXG(XURSH´VFKHPHLVWKDWLVWU\LQJWRVWDQGDZD\IURPWUDGLWLRQDOGHEDWHVDVWKH
RQHEHWZHHQ1HRIXQFWLRQDOLVPDQGWKH,QWHUJRYHUQPHQWDOLVP:HSURSRVHDELGLUHFWLRQDODQGLQWHUDFWLYH(8(08
JRYHUQDQFHIUDPHZRUNLQWHUPVRIUHVRXUFHVDJDLQVWHFRQRPLFFULVLV0HPEHUVWDWHVFRQWULEXWH WRWKHSDUWVRIWKH
³FORXG(XURSH´FUHDWLQJDSRRORIUHVRXUFHVDQGRQWKHRWKHUKDQGWKH\FDQXVHLQVWLWXWLRQDOO\HYDOXDWHGUHVRXUFHV
WKDWDUHMXGJHGDV³VWDWHRIWKHDUW´$VFORXG&RPSXWLQJSURYLGHVZKDWLVQHHGHGZKHQLVQHHGHGWRLWVXVHUVWKH
³FORXG(XURSH´ZRXOGEHDSRRORIDSSURSULDWHSROLFLHVDJDLQVWPDQLIROGFKDOOHQJHV
7KHSROLFLHVRIILVFDODQGEXGJHWDU\GLVFLSOLQHDORQHKDYHDOUHDG\SURYHGLQVXIILFLHQWLQWKH(8(08.XNN	
6WDHKUE$V2WPDU,VVLQJIRUPHUPHPEHURIWKH([HFXWLYH%RDUGRIWKH(&%ZURWHEDFNLQ³VWUXFWXUDO
GLYHUVLW\DQGFRQWLQXLQJGLYHUJHQFHVLQSROLF\LQRWKHUILHOGVLIFRXSOHGZLWKD³RQHVL]HILWVDOO´PRQHWDU\SROLF\
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FRXOGEHDQHQGXULQJVRXUFHRISROLF\GLOHPPDVHFRQRPLFGLYLVLRQDQGSROLWLFDOFRQIOLFW´,VVLQJS(YHQ
LQ*UHHFHZKHUHD7DVN)RUFHZDVFUHDWHGLQWKHZLQJVRI7URLNDLQRUGHUWRSURYLGHDVHWRIDGHTXDWHSROLFLHVDQG
VWUXFWXUDO UHIRUPV WKH VFHQDULR ILQDOO\ HQGHG ZLWK XQSUHFHGHQWHG KRUL]RQWDO FXWEDFNV RQ VDODULHV RSHUDWLRQDO
H[SHQVHVDQGSHUVRQQHOOHYHOV6SDQRX7KLVORJLFFUHDWHGVHYHUHVRFLDOSUREOHPVDQGUHOHYDQWOLWHUDWXUHVKRZ
WKDWH[WUHPHDXVWHULW\PHDVXUHVILQDOO\EODVWWKHSURVSHFWRIDQHFRQRP\WRFRSHZLWKWKHILQDQFLDOFULVLV.RVPLGRX
HWDO
:HVXJJHVW³FORXG(XURSH´DVDSDWKWRDUHQHZHG(XURSHDQYLVLRQWRDUHIUHVKHGJRYHUQDQFHIUDPHZRUNRIWKH
(8(08ZKHUHWKHVXSUDQDWLRQDOOHYHO>WKH³FORXG(XURSH´@ZRXOGEHDUHDOILHOGRIFRRSHUDWLRQDQGQRWDILHOGRI
QDWLRQDO DQWDJRQLVPV 7KH WHUPLQXV DG TXHPLV GRXEOH 2Q WKH RQH KDQG WKH (08¶V VRFLDO GLPHQVLRQ DQG
LQVWLWXWLRQDOFRRSHUDWLRQZRXOGUHYLYH%HNNHUS2QWKHRWKHUKDQGPHPEHUVWDWHVFRXOGEHWWHUIRUPDQG
SDUWLFLSDWHWRWKHFURVVVHFWRUDONQRZOHGJHDQGH[SHUWLVHRI(8(08DXWKRULWLHV LPSOHPHQWSROLFLHVGRPHVWLFDOO\
QHHGHGDQGNHHSWKHLUSDFHRQDVLQJOHWUDFNLQWHJUDWLRQPRGHOZKLFKLVSURYHQDVSUHIHUDEOH+YLGVWHQ	+RYL
SS±

7KHUROHRI*HUPDQ\DQGFDVHVRIRXUDSSURDFK¶VLPSOHPHQWDWLRQ
,Q WKLV VHFWLRQ VRPH FDVHV RI RXU DSSURDFK¶V LPSOHPHQWDWLRQ ZLOO EH GLVFXVVHG 7KH UROH RI *HUPDQ\ LQ WKH
(8(08ZLOOEHDQDO\]HGDVZHOO
7KH LPEDODQFHV EHWZHHQ QRUWK DQG VRXWK HFRQRPLHV RI WKH (8 DQG WKH NH\ UROH RI *HUPDQ\ LQ WKH LQ WKH
(XURDUHD DUH NQRZQ-RKQVWRQ 	 5HJDQ  SS± $V 'DYLG0DUVK ZULWHV ³PRQHWDU\ XQLRQ GHVLJQHG WR
SURGXFH WKH RSSRVLWH KDV UHLQIRUFHG *HUPDQ VWUHQJWK DQG D µ(XURSHDQ *HUPDQ\¶´0DUVK  S 6R DV
*HUPDQ\EHFDPHWKHOHDGLQJHFRQRPLFSRZHURI(XURSHWRGD\VHHPVDVWKHRQO\SRZHUWKDWFDQVDYHWKH(XUREXW
LWKDVWRGUDZDZD\IURPLPSRVLQJRQHGLPHQVLRQDODXVWHULW\PHDVXUHVDQGIURPWKHEHOLHIWKDWWKH*HUPDQPRGHO
FDQEHJHQHUDOL]HGWRDOOVWDWHV0DWWKLMV	%O\WK8VLQJWKHZRUGVRI6FKZHLJHU³*HUPDQ\¶VLQVLVWHQFHRQ
SXWWLQJ ILVFDO DXVWHULW\ DW WKH KHDUW RI WKH(8¶V HPHUJLQJ SRVWFULVLV DJHQGD KDV DOLHQDWHGPDQ\PHPEHU VWDWHV
SDUWLFXODUO\ WKRVHZKR IDFHJUDYH VRFLDOFRQVHTXHQFHVDVD UHVXOWRI WKHFULVLV´6FKZHLJHU:HDJUHH WKDW
*HUPDQ\FDQEHFRPHWKH(XURSHDQVWDELOL]HUDQGVXSSRUWWKH(XURE\XQGHUSLQQLQJJURZWKSROLFLHVE\LWVSROLWLFR
HFRQRPLFDOSRZHUDQGLQLWLDWLYH$L]HQPDQ%XWWKLVFDQQRWKDSSHQLQWHUPVRIGRPLQDQFHQRWRQO\EHFDXVH
WKDWZRXOGGHPROLVKWKH(XURSHDQLGHDOEXWEHFDXVH*HUPDQ\DOVRQHHGVWRDGRSWEHVWSUDFWLFHVIURPRWKHUPHPEHU
VWDWHV/HW¶VSRUWUD\KRZWKH³FORXG(XURSH´VFKHPHFRXOGKHOSWRZDUGVWKLVGLUHFWLRQ
7KHILUVWFDVHLV*UHHFH$IWHUPDQ\\HDUVRIUHFHVVLRQDQGWKHHQIRUFHPHQWRIILVFDODQGDXVWHULW\PHDVXUHVWKH
WXUPRLOVWLOOFRQWLQXHV6LJQLILFDQWLQGLFDWRUVVXFKDVWKHXQHPSOR\PHQWDUHQ¶WDPHOLRUDWHG5HFHQWUHSRUWVVKRZWKDW
\RXWK XQHPSOR\PHQW VWDQGV DW   DQG HYHQ ZRUVH ORQJWHUP XQHPSOR\PHQW WKUHDWHQV *UHHFH¶V VRFLDO
VWUXFWXUH&KDQ7KHSUREOHPGHWHULRUDWHVLIZHWDNHLQWRDFFRXQWWKDWXVXDOO\VRFLRHFRQRPLFLPSOLFDWLRQVRID
ILQDQFLDO FULVLV EUHDN RXW ODWHU DW WKH UHJLRQVZLGH RI WKH FDSLWDO FLWLHV ,QGHHG LQ 3HORSRQQHVH D*UHHN5HJLRQ
 SHRSOH ZHUH RIILFLDOO\ UHFRUGHG XQHPSOR\HG LQ -DQ   LQ -DQ  DQG  LQ -DQ 
DFFRUGLQJ WR WKH ILJXUHV RI WKH /DERU 8QLRQ RI .RULQWKLD GHSLFWHG LQ )LJ .DWHPLV  *RLQJ GHHSHU LQ
.RULQWKLDD3UHIHFWXUHRIWKH3HORSRQQHVH5HJLRQWKHVDPHILJXUHVVKRZWKDWXQHPSOR\PHQWPHDVXUHGDWLQ
1RYULVLQJEHWZHHQ$SULODQG1RYHPEHURQO\.DWHPLV,Q0DUFKWKH³,QVWLWXWGHU
GHXWVFKHQ:LUWVFKDIW.|OQ´SXEOLVKHGDVWXG\ZKHUHVRPHFULWHULDOLNHWKHUHODWLYHLQFRPHSRYHUW\ WKHVXEMHFWLYH
LQFRPHSRYHUW\WKHORZVWDQGDUGRIOLYLQJDQGWKHILQDQFLDOVWUDLQZKLFKLQGLFDWHVKRZZHOOKRXVHKROGVFRSHZLWK
WKHLULQFRPHZHUHXVHGWRPHDVXUHSRYHUW\*UHHFHZDVWKLUGWRSLQJRQO\5RPDQLDDQG%XOJDULD6FKU|GHU

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)LJ2IILFLDOO\UHFRUGHGXQHPSOR\HPHQWLQ3HORSRQQHVH
6RXUFH.DWHPLV
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*HQHUDOILVFDOGLVFLSOLQDU\DQGDXVWHULW\PHDVXUHVFDQQRWGLYHLQWRWKH³SL[HOV´RIWKHZKROHLPDJH7KH\FDQQRW
SURSRVH WKH ZD\ VXFK UHJLRQV FRXOG VSHFLILFDOO\ VROYH WKH SUREOHP ,I WKH VNLOOV RI WKHVH SHRSOH WKH DYDLODEOH
LQIUDVWUXFWXUHV WKH LQGXVWULDO FDSDELOLWLHV RI WKH UHJLRQV WKHLU DGYDQWDJHV DQG WKH FRQGLWLRQV RI JURZWK DUHQ¶W
DQDO\]HG LI DEHVWSUDFWLFH VROXWLRQ LVQ¶WSURSRVHGKRZ VXFK UHJLRQVFDQ VHHNDEHWWHU IXWXUH"7KLV LVZKHUH WKH
³FORXG(XURSH´DSSOLHV$VHWRIEHVWSUDFWLFHVDQGSROLFLHVFRXOGEHRIIHUHGDFFRUGLQJWRWKHVSHFLILFDWWULEXWHVRI
DQ\UHJLRQ+RUL]RQWDOSURJUDPVRIWKH(8(08FDQ¶WRSHUDWHVXIILFLHQWO\/RFDOFRPSOH[LWLHVPXVWEHWDNHQLQWR
DFFRXQWDQGHDFKUHJLRQFRXOGKDYHDFFHVVWRWKHH[DFWQHFHVVDU\UHVRXUFHVWKDWFRXOGOHDGWKHPWRWKHOLJKW
7REHPRUHVSHFLILFDVHFRQGFDVHLVH[DPLQHG+HUHWKHVXEMHFWLVWKHGLJLWDOHFRV\VWHPDQGKRZDFRXQWU\ZLWK
H[FHSWLRQDOSHUIRUPDQFHFRXOGVXSSO\WKH³FORXG(XURSH´ZLWKEHVWSUDFWLFHVDQGSROLFLHV$VUHFHQWPHGLDUHSRUWV
PHQWLRQWKH(XURSHDQGLJLWDOODQGVFDSHLVIUDJPHQWHG$)3$FFRUGLQJWRDVWXG\RIWKH)OHWFKHU6FKRROWKH
PDMRULW\ RI (XURSHDQ FRXQWULHV LQFOXGLQJ*HUPDQ\ DUH VORZO\ DGYDQFLQJ RU UHFHGLQJ LQ WKH ILHOG RI LQQRYDWLYH
GLJLWDO LQIUDVWUXFWXUHV DQG SROLFLHV WKDW FRXOG ERRVW WKHLU HFRQRPLHV&KDNUDYRUWL HW DO 2Q WKH VDPH WLPH
(VWRQLDDQ(8(08PHPEHUVWDWHVKRZVUHPDUNDEOHSURJUHVVRILWV*'3FRPHVIURPKLJKWHFKVHFWRUKDV
GHFODUHG,QWHUQHWDFFHVV WREHDKXPDQULJKW WKHFRXQWU\KDVDPSOHIUHH:L)L± WKHZRUOG¶V IDVWHVWDOPRVWHYHU\
SXUFKDVHFDQEHPDGHHOHFWURQLFDOO\ LQFOXGLQJVWUHHWYHQGRUVKHDOWKFDUHSURJUDPVVXSSRUWHOHFWURQLFSUHVFULSWLRQ
VHUYLFHWKH\HYHQKDYHDQHUHVLGHQF\SURJUDPDQGWKHJRYHUQPHQWXWLOL]HVDQH&DELQHWV\VWHP6FKQXUHU
7KH FRUH RI WKH ³FORXG (XURSH´ VFKHPH LV IRXQG LQ WKH ORJLF ³0RVW GHYHORSHG FRXQWULHV ZLWK DJLQJ
GHPRJUDSKLFVKDYHEHHQVWDOOLQJRXW7KHRQO\ZD\ WKH\FDQ MXPSVWDUW WKHLUUHFRYHU\ LV WR IROORZZKDWVWDQGRXW
FRXQWULHVGREHVW´&KDNUDYRUWLHWDO7KDW¶VH[DFWO\WKHHVVHQFH,QWKLVFDVHWKHVFKHPHRSHUDWHVUHYHUVHO\$
PHPEHUVWDWHZLWKRXWVWDQGLQJSHUIRUPDQFHLQDQDUHDSURYLGHVWKHFORXGZLWKLWVSROLFLHVDQGJRRGSUDFWLFHVZKLFK
SURGXFHG VXFK D SURJUHVV 7KH RWKHU VWDWHV GRQ¶W KDYH WR UHLQYHQW WKH ZKHHO 7KH\ FDQ DGRSW WKH JXLGHOLQHV DQG
PRYHIRUZDUG,W¶VQRWDERXWWKHGRPLQDQFHRIRQHFRXQWU\EXWDERXWWKHGRPLQDQFHRISUROLILFSUDFWLFHVWKDWFDQ
KHOSDOOWKHPHPEHUVWDWHV
&RQFOXVLRQ
:LWK WKH ILQDQFLDO FULVLV VWLOO VKDNLQJ WKH (XURSHDQ VWUXFWXUH WKH UHIRUPDWLRQ RI WKH (8(08¶V*RYHUQDQFH
IUDPHZRUNLVEHFRPLQJLPSHUDWLYH)LVFDOGLVFLSOLQHEDVHGRQD*HUPDQPRGHODQGDXVWHULW\PHDVXUHVLPSRVHGWR
LQGHEWHGFRXQWULHV ORRN OLNHD3URFUXVWHDQEHG7KH(XURSHDQYLVLRQ IDGHVDZD\ IRUSHRSOHZKRDUH VXEMHFWHG WR
VXFK SROLFLHV )LQDQFLDO ILVFDO PHDVXUHV DUHQ¶W D SDQDFHD 6RIW ODZ VRFLDO SROLFLHV RU MXVW PRQLWRULQJ DQG
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EHQFKPDUNLQJ DSSURDFKHV FDQQRW UHDVVXUH WKH (XURSHDQ LGHDO(XURSH QHHGV WR PRYH IRUZDUG LQWHJUDWLRQ DQG
FRQYHUJHQFHZLWKRXWVDFULILFLQJLQGHEWHGQDWLRQV¶JHQHUDWLRQV)XUWKHUPRUHWKHUHDUHILHOGVZKHUH(8(08FRXOG
XVH EHWWHU FRRSHUDWLRQ DQG FRQVROLGDWLRQ 6HFWRU VSHFLILF H[SHUWLVH VXSUDQDWLRQDO DXWKRULWLHV  LQVWLWXWLRQV QHHG WR
RSHUDWHDVDQ³RQVWRSVKRS´SRLQWIRUPHPEHUVWDWHVZKHUHSROLFLHVDQGSUDFWLFHVFDQEHLQWHUDFWLYHO\DQGPXWXDOO\
VKDSHG'RPHVWLFQHHGVVKRXOGEHFRQVLGHUHGDQGFRPPRQSROLFLHVZRXOGQRWVHHPDVDQH[WHUQDOLQWHUIHUHQFHWR
PHPEHU VWDWHV¶ SHRSOH 7KH VLQJOH WUDFN LQWHJUDWLRQ RSHUDWLRQ RI WKH(8(08GRHVQ¶W KDYH WR EH GRPLQDQWO\ RU
KHJHPRQLFDOO\JXLGHGEXWDQHZLQVSLUHGFRRSHUDWLRQPHFKDQLVPFRXOGUHLQIRUFHWKHWUDQVIRUPDWLYHSRZHURIWKH
(XURSHDQFRPPRQHIIRUW
,Q WKLV SDSHU D QHZ *RYHUQDQFH VFKHPHORJLF ZDV LQWURGXFHG WKH ³FORXG (XURSH´ :H WULHG WR SUHVHQW DQ
LQWHUGLVFLSOLQDU\ FRQFHSWLRQ LQ RUGHU WR SUROLILFDOO\ DYRLG WKH WUDGLWLRQDO GHEDWHV RI SROLWLFDO WKHRULHV :LWKRXW
RYHUULGLQJ WKHLU XVHIXO FRQQRWDWLRQV D QHZ FRQFHSW RI FROODERUDWLRQ LQWHJUDWLRQ DQG FRRSHUDWLRQ DPRQJPHPEHU
VWDWHVZDV LQWURGXFHG:HGRQ¶WYLQGLFDWHVRPHPHPEHUVWDWHV¶ZDVWHIXOQHVV ILQDQFLDOSROLFLHVEXWKHUH WKH ODUJH
SLFWXUHLV WRVHHNDZD\WRZDUGVVHUHQLW\LQWKH(8(08WKDWFRXOGKHOSFRSHZLWKWKHFUXFLDOFKDOOHQJHVRIQRZ
DQG WRPRUURZ:H DOVR FODLP WKDW*HUPDQ\ DPSOLI\LQJ WKH ³FORXG (XURSH´ FDQ WXUQ LQWR D (XURSHDQ VWDELOL]HU
UHNLQGOLQJWKH(XURSHDQLGHDO
7KHUHLVDORWRIZRUNUHPDLQLQJWRVWULFWO\GHILQHWKHRSHUDWLRQRIVXFKDVFKHPH)XWXUHVWXG\LVQHHGHGEXWZH
KRSHWKDWWKH³FORXG(XURSH´EULQJVIRUZDUGWKHULJKWGLUHFWLRQ
$FNQRZOHGJHPHQWV
7KHSXEOLFDWLRQRIWKLVSDSHUKDVEHHQSDUWO\VXSSRUWHGE\WKH8QLYHUVLW\RI3LUDHXV5HVHDUFK&HQWHU
5HIHUHQFHV
$)3(8WRRYHUKDXOLWVGLJLWDOHFRQRP\%DQJNRN3RVW$YDLODEOHDWKWWSZZZEDQJNRNSRVWFRPWHFKZRUOGXSGDWHVHXWR
RYHUKDXOLWVGLJLWDOHFRQRP\>$FFHVVHG$SULO@
$L]HQPDQ-7KH(XURFULVLV0XGGOLQJWKURXJKRURQWKH:D\WRD0RUH3HUIHFW(XUR8QLRQ"&RPSDUDWLYH(FRQRPLF6WXGLHV$YDLODEOH
DWKWWSZZZSDOJUDYHMRXUQDOVFRPFHVMRXUQDOYDRSQFXUUHQWDEVFHVDKWPO>$FFHVVHG$SULO@
%HNNHU6(8(FRQRPLF*RYHUQDQFHLQ$FWLRQ&RRUGLQDWLQJ(PSOR\PHQWDQG6RFLDO3ROLFLHVLQWKH7KLUG(XURSHDQ6HPHVWHU
5RFKHVWHU1<6RFLDO6FLHQFH5HVHDUFK1HWZRUN$YDLODEOHDWKWWSSDSHUVVVUQFRPDEVWUDFW >$FFHVVHG$XJXVW@
%HUJJUXHQ1	*DUGHOV17KH1H[W(XURSH)RUHLJQ$IIDLUV-XO\$XJXVW$YDLODEOHDW
KWWSZZZIRUHLJQDIIDLUVFRPDUWLFOHVQLFRODVEHUJJUXHQDQGQDWKDQJDUGHOVWKHQH[WHXURSH>$FFHVVHG-XQH@
&KDNUDYRUWL%7XQQDUG&	&KDWXUYHGL567KH:D\WR(VWRQLD)RUHLJQ$IIDLUV$YDLODEOHDW
KWWSZZZIRUHLJQDIIDLUVFRPDUWLFOHVEKDVNDUFKDNUDYRUWLFKULVWRSKHUWXQQDUGDQGUDYLVKDQNDUFKDWXUYWKHZD\WRHVWRQLD
>$FFHVVHG$SULO@
&KDQ63:K\WKHUH¶VOLWWOHKRSHIRU*UHHFH¶VXQHPSOR\HG$YDLODEOHDWKWWSZZZWHOHJUDSKFRXNILQDQFHHFRQRPLFV:K\
WKHUHVOLWWOHKRSHIRU*UHHFHVXQHPSOR\HGKWPO>$FFHVVHG$SULO@
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